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ABSTRACT 



The Jobs-Plus Community Revitalization Initiative for Public 
Housing Families, which is a national demonstration project in six cities, is 
testing ways to increase employment among pubic housing residents by 
combining changes in rent rules and other financial work incentives with 
employment and training services and social supports for work. The incentives 
being tested at each Jobs-Plus site were examined to identify how they can 
increase residents' net incomes and influence their decisions about work. The 
study documented that Jobs -Plus builds upon recent changes in welfare rules 
and the Earned Income Tax Credit by introducing flat or fixed rent steps, 
rents based on a lower percentage of income, lowering ceiling rents, rent 
credits, and escrow accounts. The importance of communicating all available 
financial supports for work to Jobs-Plus clients was emphasized. Across all 
housing developments and for a range of family circumstances, the Jobs-Plus 
rent rules gave residents more incentive to not only accept employment but 
also to choose full-time over part-time jobs and advance into higher-wage 
jobs than they had under the traditional rules. Jobs-Plus may have encouraged 
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some residents, particularly second earners in two-parent families, to reduce 
their work hours. (Contains 36 notes, 25 references, 11 tables, and 10 
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Overview 



Public housing rules that set rents as a fixed percentage of residents’ incomes have long 
been thought to discourage residents from working. The Jobs-Plus Community Revitalization 
Initiative for Public Housing Families, a national demonstration project operating in six cities, is 
testing ways to increase employment among public housing residents by combining changes in 
rent rules and other financial work incentives with employment and training services and social 
supports for work. With its reliance on rent-based work incentives, Jobs-Plus anticipated some of 
the key provisions of the Quality Housing and Work Responsibility Act of 1998. This report de- 
scribes the kinds of incentives being tested in each of the Job-Plus sites and explains how these 
strategies can increase residents’ net incomes and influence their decisions about work. 

Key Findings 

□ Even without rent reform, changes in welfare rules and the Earned Income Tax Credit 
(EITC) have made work substantially more rewarding for public housing residents 
over the past decade. Jobs-Plus builds upon these work incentives by introducing flat 
or fixed rent steps, rents based on a lower percentage of income, lower ceiling rents, 
rent credits, and escrow accounts. However, whether it pays for a resident to go to 
work depends not only on the rent rules but also on how much in welfare and Food 
Stamp benefits she stands to lose, whether she receives subsidized child care, and 
whether she receives the EITC. Thus, effectively communicating and marketing all 
available financial supports for work is an important feature of Jobs-Plus. 

u Across all housing developments and for a range of family circumstances, the Jobs- 
Plus rent rules give residents more incentive not only to accept employment, but also 
to choose full-time over part-time jobs and to advance into higher-wage jobs than 
they had under the traditional rules. 

□ Jobs-Plus rent rules may encourage some residents, particularly second earners in 
two-parent families, to reduce their work hours. And under some plans, residents’ in- 
comes may fall over time unless they can increase their earnings to match the higher 
rent steps. 

a Public housing authorities (PHAs) could gain or lose from Jobs-Plus rent reforms. 
Whether their total rent revenues increase or decrease will depend on the generosity 
of the rent reductions, the extent to which Jobs-Plus increases employment and earn- 
ings, and how many residents were working prior to the reforms. 

The Jobs-Plus demonstration was conceived by its two principal funders, the U.S. De- 
partment of Housing and Urban Development and The Rockefeller Foundation, in collaboration 
with MDRC, which is managing and evaluating it. It is also supported by the other funders listed 
at the front of this report. Future studies will investigate what effects these promising approaches 
have on residents’ employment and PHA rent revenues. 
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Preface 



For many low-income families, taking a job often does not pay, since it can lead to a loss 
in welfare payments, Medicaid, and other benefits. After paying for child care and other work- 
related costs, the family could conceivably be left worse off financially. More than most poor 
families, public housing residents knew that work might not pay because, on top of these other 
losses and new expenses, they faced a potentially steep increase in rent. 

Recognizing the dilemma faced by low-wage workers, policymakers have enacted a se- 
ries of measures over the past decade designed to make work pay. Many states now use more 
generous earnings disregards when calculating welfare grants, allowing recipients to keep more 
of their benefits when they go to work. And more and more states are extending income eligibil- 
ity thresholds for health and child care benefits well beyond the poverty line. At the federal level, 
the Earned Income Tax Credit (EITC) has been expanded to provide substantial benefits to low- 
income working families. A missing component, at least for public housing residents, was rent 
reform. The 1998 housing law changed this by requiring public housing authorities (PHA) 
around the country to change the way rent is calculated when residents take jobs. 

But what are the different strategies for increasing work incentives in pubic housing, and 
what will be their effects on residents? Findings from the Jobs-Plus Community Revitalization 
Initiative for Public Housing Families will provide an early look. Jobs-Plus is an ambitious effort 
to increase employment among public housing residents, and one of the ways it aims to do this is 
by changing the traditional public housing rent rules to reward work through new financial in- 
centives. This document focuses on this key component of the program: rent incentives. 

The report discusses strategies for creating work incentives through rent reforms put in 
place by public housing authorities in six cities across the U.S. It presents each site’s incentive 
plan and the considerations that went into its design. It also previews the incentives’ potential 
effects on employment by showing how they will affect residents’ incomes when they work. The 
report also shows how other programs for low-income families, such as Temporary Assistance 
for Needy Families payments, child care subsidies, and the EITC interact with the rent rules and 
are important components of making work pay. 

The findings presented here will be important for PHAs to consider as they implement 
the requirements and options of the new housing law. Future reports will discuss how the incen- 
tives were implemented, residents’ perceptions of them, and ultimately, their effects on resi- 
dents’ employment and PHAs’ rental revenues. We thank the residents and local partners for 
their willingness to test new approaches in the effort to find ways to increase employment and 
incomes in their communities. 



Gordon Berlin 
Senior Vice-President 
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I. Introduction: Financial Work Incentives and Public Housing 

Over the past several decades, the quality of life in the nation’s public housing develop- 
ments has deteriorated, as many became places of high unemployment and concentrated poverty, 
usually reflecting and often magnifying the problems plaguing the inner cities surrounding them. 
Although many factors contributed to this situation, it is widely believed that traditional public 
housing rent policies played an important role by discouraging work. Because those policies set 
rent as a percentage of the resident’s income, a substantial part of the extra income residents earn 
through employment goes toward paying higher rent. 

The Jobs-Plus Community Revitalization Initiative for Public Housing Families, a na- 
tional demonstration project launched in 1996, is testing ways to increase employment among 
public housing residents. Its approach includes providing new financial incentives for residents 
to work, and these incentives are created primarily — although not exclusively — by altering the 
traditional link between rent and earned income. 1 Jobs-Plus combines incentives with employ- 
ment and training services and new social supports for work as part of a three-pronged, “satura- 
tion-level” intervention aimed at all working-age residents in the selected housing developments. 

This report describes and analyzes how the program’s financial incentives component has 
been structured in six sites, and it highlights some of the tradeoffs the alternative approaches en- 
tail. It also shows by how much the strategies can help residents increase their net disposable in- 
come by working, even at low-paying jobs, and it compares the payoff from working under Jobs- 
Plus rules to the economic returns residents would realize under traditional public housing rent 
rules. 



Jobs-Plus anticipated some of the key reforms in federal public housing policies enacted 
as part of the Quality Housing and Work Responsibility Act (QHWRA) of 1998. This legislation 
included provisions that aimed to transform public housing developments into mixed-income 
communities with many more working residents (see box). Lawmakers believed that rent reform, 
which all public housing authorities must now implement, would be a critical tool for achieving 
this goal. Indeed, the legislation’s rent provisions represented one of the most ambitious efforts 
to date to increase the degree to which public housing families benefit economically by going to 
work — what is often referred to in the welfare -to-work field as “making work pay.” The 
QHWRA rent reforms were the culmination of years of debate over how to design rent policies 
that would support and encourage work while, at that same time, providing a housing safety net 
to protect residents with very low incomes, including those who could not work. The legislation 
specified a number of mandatory policies that all housing authorities would be required to im- 
plement, plus a number of optional policies. 

Jobs-Plus’s focus on resident employment, and its substantial reliance on rent reform as 
one mechanism for furthering that goal, aligns it well with the purposes of the 1998 public hous- 
ing legislation. However, Jobs-Plus goes much further to promote resident employment than 
public housing authorities nationwide are even now expected to go. To encourage housing au- 
thorities to experiment with bold new approaches, the U.S. Department of Housing and Urban 



'For background on the Jobs-Plus demonstration, see Riccio, 1999. 
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Development (HUD), with Congressional approval, has made funds available to cover any losses 
in rent revenue the participating authorities might incur as a result of their Jobs-Plus rent re- 
forms. Although potentially costly in the short run, these reforms may prove cost effective in the 
long run by encouraging larger numbers of residents to take and keep jobs than would otherwise 
be the case. One purpose of the demonstration is to test whether this is likely to be true. 

The information in this report should be of interest to housing authorities nationwide as 
they strive to implement the mandatory QHWRA rent policies and consider optional strategies. It 
may also be of interest to a wider audience concerned about employment, welfare, and poverty 
because it shows how a variety of public housing, welfare, child care, and tax policies interact 
with earnings to affect the incomes of an important segment of the welfare population and other 
poor families. Future publications from the Jobs-Plus demonstration will examine in greater 
depth the sites’ experiences in implementing these new incentives policies and how residents 
view them, their influence on residents’ decisions about work, and their cost and fiscal conse- 
quences for housing authorities . 2 The Jobs-Plus research will also continue to analyze the sites’ 
experiences implementing the employment and training and the “community support for work” 
features of the program model and the effects of the overall intervention on residents’ employ- 
ment rates, welfare receipt, and incomes. These impacts will be assessed in part by comparing 
trends in outcomes for residents in the Jobs-Plus developments with the trends for residents in 
comparable developments in the same cities . 3 



2 The evaluation of the program is scheduled to end in 2003. 

Specifically, the effects of the program will be estimated using an interrupted time-series analysis, which com- 
pares changes in employment and other trends among residents of the treatment development with changes in the 
trends among residents of the comparison development. The Jobs-Plus and comparison developments were chosen 
randomly among housing developments that were deemed eligible for Jobs-Plus. See Bloom, 1997. 
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Changes in Federal Rent Rules for Public Housing 
Under the 1998 Housing Law 

The Quality Housing and Work Responsibility Act of 1998 (QHWRA) changed public housing ad- 
missions, occupancy, and rent policies to achieve three goals: to bring higher-income working fami- 
lies into the developments, to encourage working families to remain as residents, and to encourage 
existing residents to work. Although the law included several mandates, it devolved a fair amount 
of authority to the local public housing authorities (PHAs) to set their own rent and admissions 
rules. Specific rules regarding the law’s requirements have been worked out over time, and the final 
rules were issued in March 2000. (See Sard, 2000, and Devine, et al., 1999, for further details.) 

Changes in How Rent Is Calculated 

Under traditional public housing rules, rent was set at 30 percent of the family’s “countable” (or 
adjusted) income, defined as total income minus certain deductions, or “disregards.” The new law 
included several provisions that severed the tie between earned income and rent. 

100 percent disregard of increased income from employment (mandatory). When calculating ad- 
justed income to determine rent, PHAs are were required to disregard any increase in income result- 
ing from employment for 12 months for tenants who had been receiving Temporary Assistance for 
Needy Families (TANF) benefits within the prior six months; those who have been unemployed for 
a year or more; and those who increase their earnings while participating in a qualifying job training 
or family self-sufficiency program. After this 12-month period, rent for the next 12 months would 
increase by only half of the amount it would have been raised under the traditional rules. PHAs 
were required to implement this disregard by October 1999. Alternatively, the PHA could have 
residents pay the higher rent and deposit the difference into an escrow account. 

Flat-rent option (mandatory). PHAs must establish a flat rent for each apartment by October 1999. 
(For apartments already subject to ceiling rents or to caps on the amount of rent residents are re- 
quired to pay at the time the new law came into effect, the PHA has until October 2002 to determine 
what the flat rent would be.) Tenants may decide at annual lease renewals whether to pay the flat 
rent or the traditional income-based rent. They are also free to switch to the income-based rent dur- 
ing the year if they find that they are unable to pay the flat rent. Because the PHAs must set them 
based on the market value of the unit, the flat rents might ultimately be too high to encourage many 
residents to go to work. Most residents may opt, instead, to continue paying the income-based rent. 

Lower ceiling rents (optional). Under FIUD’s ceiling rent rules, residents are required to pay no 
more than 30 percent of their adjusted income for rent until their rent reaches the ceiling rate. Prior 
to QHWRA, the lowest ceiling rents a PHA was permitted to set could be no lower than the average 
operating cost it incurred. This rule left the ceiling rent for most units too high to benefit many ten- 
ants. Under the new rules, however, PHAs can set ceiling rents to as little as 75 percent of operating 
costs. In contrast to how ceiling rents are set, the flat rents are to be based on market value of the 
apartment. Thus, in areas with tight housing markets and high market rental rates, PHAs may have 
less incentive to use the option of lower ceiling rents since those rents may fall below the flat rents. 
Furthermore, the new law stipulated that after 2002, PHAs would absorb the cost of lost revenue 
from ceiling rents, but not from flat rents. (PHAs with both policies in place would feel the impact 
of the lost revenues immediately.) 

(continued) 
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Changes in Federal Rent Rules for Public Housing 
Under the 1998 Housing Law (continued) 

Additional income disregards (optional). When adjusting residents’ income for purposes of calcu- 
lating tenants’ rent obligations, PHAs may establish additional income disregards that apply to all 
tenants or just to certain groups of them. For example, a PHA can disregard a proportion of total 
earnings or reduce adjusted income by subtracting specific work-related expenses. PHAs would 
have to absorb the cost of any of these optional policies. 

Other Relevant Provisions 

Preferences for new tenants. Before QHWRA’s enactment, a limited number of public housing 
units could be set aside for higher income families. The new law repealed rules governing which 
types of families should receive preference and allowed local PHAs to set their own priorities. Al- 
though they must still set aside a minimum number of newly available units to families with ex- 
tremely low incomes, they can assign the remaining units to families within a wider income range. 

Poverty deconcentration. The law prohibits PHAs from concentrating very low-income families in 
particular developments or in particular sections of developments. 

Minimum rents. PHAs may establish minimum rents of $50 or less, but they must exempt families 
who meet hardship criteria from this minimum. 

TANF sanctions and rent. PHAs must reduce rent for families who experience a fall in income 
after losing welfare benefits, except in cases when the benefit loss is due to a failure to comply with 
TANF work-related requirements. 

Community service. Adult residents must contribute eight hours of community service per month. 
Tenants who are employed, elderly, disabled, or meeting TANF participation requirements are ex- 
empt. 



This report is organized into two parts. Part one begins by describing the Jobs-Plus dem- 
onstration and introduces the role of financial incentives as a core feature of the program model. 
It explains how the interaction of traditional rent rules with other government policies unrelated 
to housing, such as tax and benefit formulas, have discouraged work. This section goes on to 
show that, even though rent policies continue to play a critically important role, other policy 
changes, especially welfare reform and the expansion of the Earned Income Tax Credit (EITC), 
have begun to make it more advantageous for public housing residents to work. 

The second part of the report describes the kinds of rent reform that public housing au- 
thorities have adopted for Jobs-Plus. It explains how the variety of approaches being tried — all 
of which move beyond the traditional income-based rent rules — can affect residents’ disposable 
incomes and housing authorities’ rent revenues. 

Jobs-Plus was designed jointly by HUD, The Rockefeller Foundation, and the Manpower 
Demonstration Research Corporation (MDRC). The demonstration is funded mainly by HUD 
and The Rockefeller Foundation, with additional support from the U.S. Department of Health 
and Human Services, the U.S. Department of Labor, the Joyce Foundation, the James Irvine 




-4- 



12 



Foundation, the Surdna Foundation, the Northwest Area Foundation, the Annie E. Casey Foun- 
dation, the Stuart Foundation, and the Washington Mutual Foundation; and BP. 

II. Jobs-Plus: Combining Financial Incentives with Other Services 
and Supports 

The Jobs-Plus program is currently operating in seven public housing developments in 
six cities (Los Angeles, Baltimore, Chattanooga, Dayton, St. Paul, and Seattle). 4 The Seattle site, 
which has obtained a federal HOPE VI grant to tear down and rebuild the development that 
originally housed Jobs-Plus, is no longer part of the national demonstration but continues to op- 
erate a Jobs-Plus program. The developments were chosen not because they were “typical,” but 
because they were all places where a low proportion of residents were working and a high pro- 
portion were on welfare — in other words, places that stood to benefit from an employment ini- 
tiative like Jobs-Plus. 5 They were also sites that together brought racial, ethnic, geographic, labor 
market, and housing market diversity to the demonstration. (See the box below for descriptions 
of the Jobs-Plus housing developments. For information on the characteristics of residents at 
each site prior to the start of Jobs-Plus, see Appendix Tables 1 and 2.) 

% 

The demonstration’s national designers formulated the overall program model for Jobs- 
Plus to include three key components: employment-related services, financial work incentives, 
and community support for work. However, they left it up to local partnerships (or “collabora- 
tives”) to develop the specifics of each of these components and how to tailor them to local cir- 
cumstances. In each city, the Jobs-Plus collaborative includes the local housing authority, wel- 
fare department, workforce-development system, a variety of social service providers, and the 
residents, themselves. MDRC provided collaborative members and program staff with technical 
assistance on the design and implementation of the program’s key components. 6 

When developing the intervention, the demonstration’s national designers weighed the 
experiences — both positive and negative — of a range of employment and training programs. 
For example, research showed that various welfare-to-work programs tested in the 1980s and 
1990s offered recipients of Aid to Families with Dependent Children (AFDC) such services as 
job-search assistance, education and training, case management services, help with child care, 
and transportation assistance, among other supports. But while these were shown to increase re- 
cipients’ employment and earnings and reduce their reliance on welfare, the effects were often 
modest, and the programs typically did not make families better off financially. 



4 Cleveland was also a participating city, but it left the demonstration in late 1999. Several local factors contrib- 
uted to a shift in the interests of the local housing authority, making it unfeasible for the agency to support an em- 
ployment demonstration limited to a single housing development. 

5 The six cities were among seven that were originally selected, in 1997, from a pool of 42 cities that expressed 
interest in being part of this national demonstration. 

6 For an in-depth look at the experiences of the interagency and resident partnerships that were formed in each of 
the sites to implement Jobs-Plus, see Kato and Riccio, 200 1 . 
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Jobs-Plus Rent Incentives in Baltimore 



Development: Gilmore Homes 

Number and type of housing units: 528 apartments in low-rise buildings 
Demographics: Nearly all African-American 

Other Community Characteristics: Largest development in the demonstration; located in Sand- 
town-Winchester, a West Baltimore area that has been focus of several community-building initia- 
tives. 

When Jobs-Plus rent plan went into effect: November 2000 

Key considerations: Staff and collaborative partners wanted a rent structure that was easy for staff 
to implement and easy for residents to understand. In addition, staff recognized that the existing 
authority-wide ceiling rents were set at levels so high that residents in Gilmore Homes rarely earned 
wages high enough to benefit from them. 

Principal features: 

u Rent is fixed at 20 percent of adjusted income rather than 30 percent, as under traditional 
rules. 

□ Ceiling rents are reduced by 50 percent from the authority-wide level. Rent increases are 
capped at a level that allows families with higher wages or two wage earners to keep sub- 
stantially more of their earned income. 

□ Through an escrow savings plan, working residents have half of their reduced rent depos- 
ited into a non-interest-bearing escrow account for each month they work over a consecu- 
tive 12-month period. At the end of each annual cycle (which falls in October), savings 
from these accounts are rebated to residents, to be used as they wish. Residents who report 
that they were not employed for 30 days or more during any 12-month cycle forfeit the sav- 
ings accumulated during that period. Their rent also reverts back to the 30-percent-of- 
income rate. 

□ Because the Jobs-Plus rent structure is based on residents’ income, the plan includes a 
built-in safety net that reduces rent if reported income declines. 

□ To encourage families to stay together, the housing authority allows households to add 
one additional adult to the lease without counting that person’s earnings in calculating the 
household’s rent, as long as he or she enrolls in Jobs-Plus. This feature complements the 
reduced ceiling rents that are likely to encourage work among other adults in the household. 
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Most of the recipients who went to work did not earn enough to offset the loss in welfare 
benefits. 7 More recent programs have tried to address this issue by combining employment and 
training services with enhanced financial incentives that make work pay. These typically allow 
recipients to keep more of their welfare benefits when they go to work or provide cash supple- 
ments to boost the income of low-wage workers. Recent evidence shows that several of these 
programs have been successful not only in increasing employment and earnings, but also in re- 
ducing poverty (see box). Some have also generated positive outcomes for young children. 



The Jobs -Plus Approach 
Saturation — 

Reaching all working-age residents through: 



Employment-related 


Financial work 




Community support 


Big improvements in 


services + 


incentives 


+ 


for work ZZ 


employment, earnings, 
and quality of life 



Seeing in these results the potential value of enhanced financial incentives to work, the 
national designers of the Jobs-Plus demonstration have made them a component of the program 
model. Applied to Jobs-Plus, work incentives would be enhanced, in large part, by changing rent 
rules so that what residents pay for housing would not rise as rapidly when their earnings in- 
creased as it did under traditional rules. Jobs-Plus is certainly not the first attempt to revise rent 
policies in ways that might promote work; the view that public housing rent rules discouraged 
work has a long history. Indeed, housing agencies have for years had the authority to disregard 
earnings when calculating a family’s rent as well as to apply other optional rent policies in order 
to reduce work disincentives. They have been reluctant to adopt these measures, however, be- 
cause they would not have been reimbursed for resulting losses in rent revenues. 

Since the early 1990s, housing authorities have also had the option to establish a Family 
Self-Sufficiency (FSS) program. FSS helps residents gain access to employment services and 
allows those who increase their earned income to have any corresponding rent increase they 
would be charged deposited into an interest-bearing escrow account. Residents would be able to 
tap the savings they accumulate in those accounts once they have successfully completed a self- 
sufficiency plan, or “contract,” they and the housing authority have agreed to, have become em- 
ployed, and, along with other family members, have received no welfare assistance during the 
contract’s last year. However, fewer than half of all housing authorities operate an FSS program, 
and they are more likely to offer contracts to low-income families who receive Section 8 vouch- 
ers, or subsidies to live in privately owned rental housing, than to public housing tenants. 8 

The designers of Jobs-Plus also recognized the importance of social networks to public 
housing residents as a link to employment by the informal way they spread information about job 



7 For a summary, see Bloom, 1997. 

8 Only some 13 percent of the 54,108 families enrolled in the FSS program in November 2000 were public hous- 
ing tenants, according to HUD data. See Sard, 200 1 . 
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Jobs-Plus Rent Incentives in Chattanooga 



Development: Harriet Tubman Homes 

Number and type of housing units: 423 occupied residences in one- and two-story buildings 
Demographics: Nearly all African-American 

Other Community Characteristics: About one-third of the housing units have been recently reno- 
vated; the surrounding area features several churches and many small and medium-sized commer- 
cial establishments. 

When Jobs-Plus rent plan went into effect: November 2000. 

Key Considerations: The partners sought to create an especially generous incentive during the ini- 
tial period of the demonstration; develop an administration policy that would be easy to administer 
over the long-term; help participants to defray work-related expenses; and provide extra encour- 
agement for young adults to work. 

Principal features: 

□ Rent is reduced from 30 percent to 10 percent of adjusted income during the 16 months 
following the start of the Jobs-Plus incentive program. 

□ During a second phase, rents are fixed at 20 percent of adjusted income until the end of the 
demonstration. 

u To reduce the expense of commuting to and from work, the income on which rent is cal- 
culated is reduced by $100 per month for families with a full-time worker to cover transpor- 
tation costs. If two adults in a household are working full time, they each receive this trans- 
portation disregard. 

a The earnings of dependents ages 24 and under are not counted as income when calculat- 
ing rent. The traditional rent rules only disregard the earnings of those under age 18. 

u Working residents are not required to pay “excess” utility costs. Utility charges for a 
given apartment can vary widely from month to month in the Harriet Tubman Homes. 
Jobs-Plus absorbs the price spikes. 
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opportunities and facilitate hiring. 9 In many low-income communities, however, residents’ net- 
works do not provide much in the way of job information or hiring advantages. To tap the poten- 
tial value of social networks in ways that would promote and support work, the demonstration’s 
designers set out to foster “community support for work” through such measures as neighbor-to- 
neighbor job-information sharing and mutual aid or peer support around employment issues. 
This measure was incorporated as the third component of the three-pronged program model. 



Lessons and Cautions from Other Studies of Programs 
Offering Enhanced Financial Work Incentives 

Will changing rent rules encourage many public housing residents to take jobs? The answer de- 
pends on how sensitive individuals are to changes in the payoff to work. It is easy to imagine, for 
example, that some people would not take a job in response to greater financial incentives because 
they face other barriers to employment. However, mounting evidence from welfare-to-work evalua- 
tions and studies of other policies targeted to low-income families shows that better financial incen- 
tives for low-wage workers can foster more employment and higher earnings, resulting in reduced 
poverty. These findings lend empirical support to the decision by the national designers of Jobs- 
Plus to include a financial incentives component in the program model. 

□ Providing wage supplements and reducing the extent to which recipients lose welfare 
benefits when they go to work increases employment. The programs are most effec- 
tive when the incentives are combined with work or participation mandates. 

A number of carefully evaluated welfare-to-work programs increased the financial incentive for re- 
cipients to work by increasing their “earnings disregards” — that is, the amount of earnings that 
could be ignored or “disregarded” when calculating the amount of welfare a recipient was entitled to 
receive (Michalopoulos and Berlin, 2000). Disregards have been more generous in these recent 
programs than they were under the old AFDC system and have had positive effects on employment 
outcomes. In general, programs that included this feature increased recipients’ employment and 
earnings and increased the stability of their employment, as well. Most of the programs that have 
been evaluated combined the enhanced incentives with work or participation requirements; when 
only the incentives were offered, the employment increases were more moderate 

Although the rent incentives in QHWRA and Jobs-Plus are not offered in combination with work 
mandates, residents receiving welfare are already subject to work requirements through welfare re- 
form. However, lacking their own participation mandate, housing authorities may need to provide 
an especially strong employment message and services to back it up in order to maximize the effects 
of more favorable work incentives. Better coordination with welfare agencies could reinforce this 
employment message. 

□ Incentives lead to larger increases in employment and earnings among long-term wel- 
fare recipients and others who are least likely to go to work on their own. 

(continued) 



9 See, for example, Dickens, 1999. 
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Lessons and Cautions from Other Studies of Programs 
Offering Enhanced Financial Work Incentives (continued) 

In general, the financial-incentives programs had their largest effects among individuals who were 
least likely to have gone to work on their own. Effects were more modest for those who were work- 
ing already or for those, including new welfare applicants, who would have returned to work with- 
out the incentives. For groups who were more disposed to work already, the program incentives 
provided a "windfall," meaning that the additional income did not influence their labor market be- 
havior. A program that simply provides more benefits but does not generate much new employment 
or improve job retention will be less cost effective, but the higher program costs may be of less con- 
cern if one of the goals is to reduce poverty. 

For housing authorities, providing financial incentives that lower rent for residents who are already 
working without increasing either employment among nonworking residents or job retention among 
those who are employed could result in costly revenue losses. At the same time, rent incentives 
would likely ensure that housing costs in the housing authority development would be lower than 
those on the private market, thus helping housing authorities achieve what for some is the important 
goal: keeping working families in public housing for longer periods of time. It is noteworthy that the 
evaluation of a Minnesota program that combined incentives, services, and mandates found that the 
program’s positive earnings effects were largely concentrated among long-term urban welfare re- 
cipients who were living in public or Section 8 housing. 

u Some tenants may reduce their work hours if the enhanced financial incentives make 
it possible to do so without sacrificing income. 

Programs that try to reduce poverty by providing more benefits often have the unintended conse- 
quence of discouraging work through what economists refer to as "income effects." Giving people 
more income allows them to perform less paid work and still have the same standard of living as 
before. That inclination to reduce work hours was confirmed in a few of the programs studied — 
usually those that provided incentives without a work or participation mandate — and was particu- 
larly strong among second earners in two-parent families. One program overcame this effect by re- 
quiring that recipients work at least full-time in order to qualify for the incentives. Theoretically, at 
least, rent-incentives plans developed by housing authorities could lead to a similar reduction in 
work because many families would pay lower rent than they had before, though the consequences of 
this would not necessarily be negative. If some parents who are working long hours reduce their 
hours, it may help the family better manage child-rearing and work responsibilities. 

(continued) 
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